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009646 
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FM AMEMZASSY MADRID 

TO SECSTATE WASHDC PRIORITY 6251 

CONFIDENTIAL MADRID 4071 

E.O. 11652: GDS 
TAGS: EFIN SP 

SUBJECT: PESETA APPRECIATES IN RELATION TO DOLLAR 
REF: MADRID 3831 

1. AFTER FIVE MONTHS OF RELATIVE STABILITY IN ITS 
RELATIONSHIP WITH THE DOLLAR THE PESETA APPRECIATED 2.22 
PERCENT JULY 19. THIS MEANS THE EXCHANGE RATE FOR 
INTERVENTION PURPOSES MOVED FROM THE 58.02 TO 1 IMF CENTRAL 
RATE TO A CURRENT RATE OF 56.73 PESETAS TO THE DOLLAR. THIS 
PLACES THE NEW RATE AT THE LOWER LIMIT OF PERMISSIBLE FLUCT- 
UATION. ANY FURTHER APPRECIATION OF THE PESETA IN RELATION 
TO THE DOLLAR WOULD SIGNIFY A FLOAT, WHICH THE FINANCE 
MINISTRY UNDER SECRETARY FERNANDEZ ORDONEZ ASSERTED IS NOT 
BEING CONTEMPLATED. 

2. FERNANDEZ ORDONEZ INDICATED THAT THE REASON FOR TAKING 
THIS STEP TO ALTER THE EXCHANGE RATE WAS DUE TO THE GENERAL 
WEAKENING OF THE DOLLAR IN RELATION TO OTHER WORLD 
CURRENCIES. WHEN IT WAS POINTED OUT THAT THE DAY ON 
WHICH THE GOS TOOK THIS STEP THE DOLLAR HAD STRENGTHENED 
IN RELATION TO MOST OTHER CURRENCIES, HE RESPONDED THAT 

IT WAS PRECISELY FOR THIS REASON THAT THEY DECIDED TO 
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ALTER THE PESETA-DOLLAR EXCHANGE RATE IN THE OPPOSITE 
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DIRECTION. FERNANDEZ ORDONEZ WENT ON TO SAY THAT THE 
DECISION TO APPRECIATE THE PESETA VIS-A-VIS THE DOLLAR 
HAD BEEN TAKEN SOME WEEKF AGO AND THAT THE GOVERNMENT 
HAD BEEN WAITING FOR SUCH A DAY AS JULY 19 WHEN THERE 
WAS A MARKED STRENGTHENING OF THE DOLLAR TO IMPLEMENT THE 
DECISION. IN THIS WAY, HE SAID, THE SPECULATORS WOULD NOT BE 
ENCOURAGED TO MOVE INTO PESETAS IN A BIG WAY. IN ANY CASE, 

THE UNDER SECRETARY CLAIMED THERE HAD BEEN NO LARGE INFLOWS 
RECENTLY THAT HAD FORCED THIS MOVE UPON THEM. THE REASON 
FOR THIS, HE SURMISED, WAS THE EFFECTIVENESS OF THE A AND B 
PESETA SYSTEM (DESCRIBED IN THE REFTEL) IN DISCOURAGING 
SPECULATIVE INFLOWS. 

RIVERO 
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